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Summary
This paper summarizes the data for the state of Iowa from a special
survey of Agricultural Finance that was completed in 1970 by the U.S.
Bureau of Census. The results of this survey have only recently been
compiled and although they are dated, the financial ratios and relationships
provide interesting insights into the financial practices and characteristics
of Iowa farmers.
Only 61 percent of Iowa farm operators used debt in 1970. The average
debt per farm was $33,990, but ranged from $142,374 for Class 0 farms to
$8,931 for noncommercial farms. Class O-III farmers--66 percent of all farm
operators—held 92 percent of the total farm debt in 1970, Thus, less than
two-thirds of Iowa farmers used debt in 1970, and almost all of this debt
was concentrated on the larger farms.
Poultry and "other livestock" farm operators had the highest average
debt per farm—amounting to $57,237 and $37,386 respectively. Total debt
on cash grain farms averaged $27,017 in 1970. The average debt of farms
operated by individuals was $33,770 compared to an average debt of $136,659
for farm corporations.
Net cash income as a percent of total debt ranged from 26 percent for
Class 0 farms to 7 percent for Class V farms. However, total income to
debt ratios ranged from 30 percent for Class 0 farms to 90 percent for Class V
farms. When nonfarm income is included, small farms have better repayment capacity
than larger farms as measured by annual income to debt ratios. Thus, measuring
repayment capacity by farm income alone understates the ability of
XI
farm firms, particularly smaller farms, to repay term debt.
Class 0 farms had a considerably higher debt to asset ratio (46 percent)
than other classes of farms, whereas Class III farms had the lowest debt to
asset ratio (18 percent). Thus, many of the larger farms are very highly
leveraged. If the farming sector continues to move to larger units, the
data suggest that one can expect an increasing use of debt relative to equity and
higher leverage ratios. This trend will not only increase the financial risk
in the farming sector and its susceptibility to production and price fluctuations,
it will also place substantial pressures on credit institutions and money
markets for increased funds for the agricultural sector. Higher debt to
equity ratios may also result in increased control of farm firms by individuals
in the nonfarm sector.
Except for Class III farms, all classes (sizes) of farms had approximately
two to two and one-half dollars of assets utilized (owned and rented) for
each dollar of equity. Rented real estate accounted for almost one—third
of total resources utilized by most classes of farms. As farm size increased
from Class III to Class I farms, the proportion of debt to assets owned and
rented land to total assets utilized both increased. Thus, within these
classes (which accounted for 62 percent of Iowa farmers and 70 percent of
all Iowa farm debt in 1970) renting and utilization of debt did not appear
to be substitute methods of obtaining control of assets.
The ratio of assets utilized per dollar of income declined from $48 for
Class V farms to $10 for Class 0 farms. This trend clearly indicates that
larger farms have a higher capital efficiency and generate more income per
dollar of assets.
ill
Cash grain farms had the lowest debt to asset ratio (19 percent) and
utilized the largest amount of assets (^213,792) compared to other enterprise
types. Cash grain and general farm operators had total income to debt ratios
of 42 and 52 percent respectively, compared to substantially lower ratios
for other types of farms. Thus, these enterprise types of farms had the best
ability to make annual payments on term debt out of annual income.
FINANCIAL CHARACTERISTICS OF IOWA FARMS—1970
Michael Tometich and Michael Boehlje
Department of Economics
Iowa State University
Introduction
Numerous studies have documented the capital and credit requirements
of Iowa and U.S. agriculture and the trends in capital and credit use over
time. However, most of this information has been available only on an
average per farm or aggregate U.S. or state basis. Recent data on the capital and
credit use of different enterprise types and different sizes or economic
classes of farms, or different methods of farm business organization have been
unavailable. Likewise, information on capital expenditure patterns, annual
cash flows, and debt to equity ratios for different types of farms have been
obscure in the aggregate data. However, in 1970, the Bureau of Census, U.S.
Department of Commerce undertook a survey of Agricultural Finance which
describes in substantial detail the financial characteristics of the U.S.
farm production sector. This report sunnnarizes the data from that survey
for the state of Iowa.
In the following discussion the magnitude and relative proportions of
debt held by Iowa farms will be classified and described by enterprise type,
economic class (size), type of business organization, and tenure status.
The relative proportion of real estate and non-real estate debt will also
be identified. Next, the relationship between cash income from farm and
non-farm sources and debt loads for different size and enterprise type
categories will be evaluated to obtain an indication of repayment capacity.
Finally, the sources of credit or debt capital, their relative importance,
and various other financial characteristics of Iowa farms in 1970 will be
described.
Page 2
It should be noted at the outset that with the high farm income and price
appreciation in capital items, particularly land, of the early I970's, the
absolute magnitude of the data presented here will not accurately reflect
the financial conditions of Iowa farms in 1975. However, the data do provide
previously unavailable insight into the relative value of numerous financial
ratios and the proportion of total debt used by farms with various characteristics,
Debt Use in Iowa
The total real estate debt of Iowa farm operators increased 168 percent
from $600 million in 1960 to $1,608 million in 1970. During the same period,
the number of farm operators decreased by 20 percent from 174,707 to 140,292.—
Thus, farmers in 1970 carried a substantially larger debt load per farm than
farmers in 1960.
The number of Iowa farm operators with debt in 1970 totaled 81,580—61
percent of the total operators contrasted to 53 percent of the fatrm operators
for the United States (Figure 1)—''. Iowa farm operators had a debt of $2,773
million; 86 percent of the total debt of all Iowa farmers. The remaining
14 percent was held by landlords. Of the debt carried by farm operators,
58 percent was real estate debt. Thus, acquisition of real estate assets
serves as a major motive in the use of debt capital for most farming operations.
Operators held only 80 percent of the total farm real estate debt, but 96 percent
of the total non-real estate debt.
—These figures were obtained from the January 1, 1961 Farm Tax and Farm
Mortgage Debt Survey and the December 31, 1970 Survey of Agricultural
Finance respectively.
2/—For specific nvimerical values see Table 1.
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Figure 1— Percent of Total Farm Operators and Volume of Operator Debt by
Class of Farm for Iowa, 1970
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Figure 2— Percent of Farm Operators with Debt by Class of Farm for Iowa, 1970
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Iowa fanaers farmed $13,937 mlllloti of real estate in 1970, of which
52 percent was owned by the operators and 48 percent was rented. U.S. farmers
owned 61 percent of the real estate they operated and rented 39 percent of it.
Thus, Iowa farm operators rent a higher proportion of their real estate than
U.S. farmers.
Average Debt Per Farm
The average debt load of Iowa farm operators who used credit was $33,990
in 1970. Debt per farm for farms with debt ranged from $142,374 for Class 0
3 /
farms to $8,931 for noncommercial farms.— In general, a higher percent of the
larger farms used debt, and they had a higher debt ratio per farm. Categorized
by class of farm, 85 percent of the Class 0 farmers used credit. This decreased
4/
to a low of 33 percent for Class V farmers (Figure 2)
Farmers in Classes O-III, which includes 66 percent of all farm
operators, held 92 percent of the total farm debt including 90 percent of
the real estate debt and 94 percent of the non-real estate debt. In fact,
Class 0 and I operators comprised 20 percent of the total farm operators, but
held 51 percent of the total debt. Looking at the smaller farms (Classes
IV and V) 34 percent of the farm operators held only 8 percent of the debt-
Real estate debt amounted to 29 percent of the value of land and
buildings owned by Iowa farm operators with debt. In general, the ratio
of real estate debt to land and building value was higher on the larger farms,
although the ratio did increase for Classes IV and V farms. Iowa farm
3/
The comparable figures for all Iowa farms (those with and without debt)
were average debt per operator of $20,789, average debt per farm for all
Class 0 farms, of $121,456, and average debt for all noncommercial farms
of $3,213.
4/— For specific numerical values see Table 1.
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operators with debt (61 percent of all operators) owned 77 percent of the
value of land and buildings in the state.
Poultry and "other livestock" farm operators had the highest average
debt per farm totaling $57,237 and $37,486 respectively (Table 2). Cash
grain, dairy, and general farms had the highest proportion of total debt as
real estate debt (70 percent), while "other livestock" and poultry farms
had the highest proportion of non-real estate debt, 43 percent and 44 percent
respectively. More dairy farmers, (73 percent) used credit than any other
type of Iowa farmer in 1970.
Farms operated by individuals comprised 68 percent of all Iowa farms
in 1970. These farms had an average debt of $33,770 as compared to an average
debt of $136,659 for those farms organized as corporations, which comprised
,5 percent of Iowa farms operated (Table 2). A higher percentage of all
corportations also utilized debt in 1970. Full owners, part owners, and
tenants had average debts of $30,093, $50,530 and $14,093 respectively,
with the full owners having a slightly higher proportion of real estate
debt (71 percent) than the part owners (60 percent).
Generally, younger farmers had less debt per operator, but a higher
percentage of them used credit. The average debt per operator increased
until middle age, and then decreased considerably with increases in age
(Figure 3)—^, The proportion of real estate debt followed a similar trend.
The $30,852 average debt of farm operators of age less than 35 was 73 percent of
the $42,458 average debt of operators in the 35-44 years of age group in 1970,
—^For specific numerical values see Table 2.
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Figure 3—Percent with Debt and Average Debt for Operators with Debt by Age of
Operator for Iowa» 1970
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Figure 4—Farm Net Cash Income and Total Cash Income to Total Debt Comparisons for
Iowa Farm Operators, 1970.
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Non-real estate debt was 52 percent of total debt for the farm operators
less than 35 years of age, but only 37 percent for those in the 45-54 age
group. It appears that the younger farmers are using most of their credit
to acquire short and intermediate term assets while the middle aged farmers
are using absolutely and relatively more debt to acquire long term assets
such as land.
Debt and Farm Income
The average agricultural sales per farm in 1970 ranged from $200,725
for Class 0 farms to $1,210 for noncommercial farms, with the average sales
per farm over all classes being $29,015. Class 0 through III farms accounted
for 94 percent of Iowa farm sales in 1970, with Class I farms alone accounting
for 34 percent of total sales. Except for farmers with negative incomes;
as total cash income increased, the average debt load increased (Table 2).
Above $3,000 total cash income, the portion of each income group that used debt
also increased. Thus, farm operators with larger incomes were more likely
to have debt and to have a larger amount of it than farmers with smaller incomes.
However, the average debt for farmers in the negative income category was
$44,774. Several factors such as inaccurate calculations of indivudal cash
farm income, unusual losses due to weather, insects, etc. and inefficient
management or overextension of credit may account for the relatively high
average debt per operator and the relatively large nimiber of operators in the
negative income category.
Estimates of total income for Iowa farm operators in 1970 illustrate
the importance of off-farm income as a source of cash and repayment capacity.
For all Iowa farms in 1970, 62 percent of the total Income of $1,391 million
came from farm sales and 38 percent from off-farm employment. Approximately
33 percent of Iowa farm operators had off-farm jobs, ranging from 17
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percent for Class 0 farms to 55 percent for noncommercial farms. On Class 0
farms, 87 percent of total cash income came from farm sales, whereas only 17
percent of Class V total cash Income was from farm sales.
For operators using debt, farm net cash income as a percent of total
debt ranged from 26 percent for Class 0 farms to 7 percent for Class Vfarms
(Figure h)— , However, total cash income to debt ratios for these operators
ranged from 30 percent for Class 0 to 90 percent for Class Vfarms. Overall
for Iowa farms in 1970, farm net cash income was 31 percent of total operator debt,
while total cash income was 50 percent of total operator debt.
Total operator debt was 75 percent of operator share of product sold
and 94 percent of cash operating expenses for Class 0 operators in 1970
compared to 1007 percent and 670 percent respectively for Class Voperators.
The fact that total operator debt was an increasingly larger percent of the
operator share of product sold and cash operating expense as farm size
decreased indicates the better repayment ability of farms with larger gross
sales when only farm income is considered. In general, however, the repayment
ability as measured by total cash income is nearly the same for all classes
of farms with the exception of Class V and noncommercial farms, which
appear to be in a somewhat more favorable repayment position (Table 3).
Financial Structure
Figures 5 and 6 and Tables 4 and 5 summarize the value of assets utilized,
the operator's liability, the operator's equity in owned resources, net cash
income, and various financial structure ratios for different size and type
ft /
—For specific numerical values see Table 2.
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Figure 5—Average Capital Investment and Total Income of Indebted Operators by
Economic Class for Iowa, 1970
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Figure 6—Average Capital Investment and Total Income of Indebted Operators by
^ Type of Farm for Iowa, 1970
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of farms. Class 0 farms had a considerably higher debt to asset ratxo than
other classes of farms. Indicating that they used relatively and absolutely
more credit to finance their operations. In fact. Class 0 farms used nearly
three times as much debt but had only 1.7 times more assets than Class I farms.
Equity in owned resources and total net income for Class 0 farms were consider
ably larger also, being 1.6 times and 2.8 times higher respectively than
that of Class I farms. Class III farms had the lowest debt to asset ratxo
(18 percent) while Class 0 farms had the highest debt to asset ratio (46
percent). Except for Class III and noncommercial, all classes (sizes) of
farms had approximately two to two and one-half dollars of assets utilized
(owned and rented) for each dollar of equity-
In general, the ratios of debt to equity and total value of assets
utilized to equity were relatively large for Class 0 farms, decreased for Class
1 to Class III farms, and then increased slightly from Class IV to noncommercial
farms. Class 0 farms utilized $10.33 of assets for each $1 of farm income
compared to $48 of assets utilized for each $1 of farm income on Class Vfarms.
Larger farms appear to use assets more efficiently in the generation of income
than smaller farms. However, the total cash income to debt ratio increased
as the size of farm decreased in 1970.
Rented land and buildings accounted for approximately 30 percent of the
total assets utilized by the different classes, ranging from 19 percent
for noncommercial farms to 38 percent for Class I farms. The percentage
of rented assets to owned assets increased, with the exception of the
movements from Class IV to Class III and Class I to Class 0, as size of
farm increased. In general, for farms in Class III through Class I the
amount of assets controlled by renting and by utilization of debt increased
as the size of farm increased (Figure 5)—^.
—^For specific numerical values see Table 4.
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Class IXI farms Include moiE assets in the form of land and buildings
^ owned than do Class II farms. Note that Class III farms also have a larger
equity in owned assets than Class IX farms. The proportion of total land
rented is larger for Class I and II farms as compared to Glass III farms.
However, Class II farmers who owned relatively less and rented more land
, were able to generate larger gross sales and larger net income than Class
III farmers who owned more of their assets.
Figure 6 and Table 5 indicate that in 1970 poultry farms used the
least amount of assets per farm ($107,577) and had the highest amount of
debt ($57,236) resulting in a relatively high debt to asset ratio of 69
percent. However, poultry farms also had the highest average income per
farm of $17,251. Cash grain farms utilized the largest amount of assets
($213,792) but they had the lowest debt to asset ratio (19 percent) and a
medium level of income ($11,343 per farm). The "other livestock farms,
which would include beef cattle and hog farms, used the second largest
average amount of assets ($169,955) and yet the.y had the lowest average income
of all types of farms in 1970 ($10,980). Cash grain, dairy, and general farm
operators appeared to have the best ability to repay debt based on their total
income to debt ratio. This ratio ranged from 52 percent for general farms to 30
percent for poultry farms. It should be noted that cash grain farms account for
20 percent of the total Iowa farms, poultry—1 percent, dairy—5 percent, other
livestock—50 percent, general—3 percent, and other—21 percent.
The value of land rented was approximately 30 percent of the value of
assets utilized for all types of farms. Poultry and dairy farmers rent^
relatively less while all other types of farms rented relatively more of
their assets. The value of the total assets utilized was slightly more
than twice the equity for the various tjrpes of farms with the exception of
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the more intensive poultry farm operations ($4.17). The ratio of the
value of assets utilized to cash farm income ranged from $8.70 for poultry
farms to $32.95 for cash grain farms. Thus, the cash grain farm operators
had the lowest capital to income turnover in 1970.
Sources of Debt
Figure 7 and Table 6 indicate the percent of Iowa farm debt outstanding
to each of the major farm lenders as of December 31, 1970 for farm operators
and landlords with debt. Coimnercial banks and individuals were the most
important sources of debt for farm operators, accounting for 56 percent of
their total outstanding debt. Federal Land Banks supplied nearly 17 percent
of the total outstanding landlord debt. Insurance companies provided
approximately 10 percent of the total outstanding operator debt and almost
23 percent of the total outstanding landlord debt. Insurance companies
and individuals were the major suppliers of debt capital for landlords in
1970, accounting for 63 percent of the total outstanding landlord debt.
Merchant and dealer credit was less important for landlords than for
operators, comprising 4.4 percent of the total debt outstanding for operators
and 2 percent of the debt outstanding for landlords. Merchants and dealers
supplied 10.6 percent of the combined operator and landlord non-real estate
debt in Iowa in 1970. Production Credit Associations supplied 9.4 percent
of the total outstanding debt capital for Iowa farm operators. Note that
outstanding debt was reported as of December 31, 1970 and that debt secured
by real estate tends to be high relative to non-real estate debt at that
time of the year.
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Figure 7—Percent of Debt by Source, for Farm Operators and Landlords
with Debt, Iowa, 1970
11.6% Insurance
Companies
12.2% Federal
Land Banks
8 3% Production Credit
Associations
27.27 Commercial or
Savings Bank
20.7% Cent
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In general, individuals (mostly land purchase contracts) and conmiercial
banks provided 56 percent of the total debt capital outstanding in 1970.
Federal Land Banks and insurance companies each supplied approximately 12
percent of the total debt outstanding, with Production Credit Associations,
Fanners Home Administration and merchants and dealers each having a smaller
but significant role in the amount of outstanding debt capital supplied to
Iowa farmers in 1970.
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Pfeiv-cat or rai-m ut;ei.-ators Wj.ua Ueou, auu cne Average AmouiiL auu tiie KeiaCxvc ^ j-oportiou
of Non-Real Estate and Real Estate Debt for those with D.ebt, by Selected Operator
Characteristics, Iowa, 1970.^/
Proportion of Total Debt
Percent Portion Average
Classification of total of each group debt of those Non-real Real
category operators with debt with debt estate estate
B^^i*ype of Farm
(%) m ($) (%) (%)
Cash grain 20 57 27,017 30 70
Poultry 1 64 57,237 44 56
Dairy 5 73 33,788 37 63
.Other Livestock 50 60 37,486 43 57
General 3 61 25,604 30 70
Other 21 65 32,719 50 50
. Total 100
By Type of Organization
Individual 68 60 33,770 39 61
Partnership 8.5 59 32,365 47 53
Corporation b/ -5 76 136,659 37 63
Other and no 1969 report 18 72 34,705 52 48
Less than $2500
Total Value Product 5 38 15,982 13 87
Total 100
By Tenure Class
Full Owner 45 54 30,093 29 71
Part Owners 29 78 50,530 40 60
Tenants 26 54 14,093 100 0
Total
&
100
w
By Age of Operator
Under 35 12 69 30,852 52 48
35-44 20 68 42,458 37 63
45-54 25 66 36,127 37 63
55-64 20 45 20,305 32 68
65 and over 7 20 15,442 66 34
Not reported 16 77 35,778 52 48
Total 100
By Total Cash Tnr.ome '^'
Negative 11 69 44,774 52 48
less than 1000 3 46 11,891 43 57
1000-2999 8 45 19,205 45 55
3000-4999 12 36 21,255 39 61
5000-7499 12 54 20,143 35 65
'7500-9999 12 66 26,233 36 64
10000-14999 18 68 24,123 37 63
,15000-24999 16 74 38,061 37 63
25,000 or more 8 74 80,695 47 53
Total 100
a/
— Source—Survey of Agricultural Finance, 1970 U.S. Dept. of Commerce, Bureau of the Census
-^^fnly classified by type of organization for those farms with matching 1969 census reports
also includes estate, trusts, cooperatives.
c/
Includes both farm and off-farm income.
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Table 6: Percent of Debt by Source for Farm Operators and Landlords With Debt,
Iowa, 1970.^/
4. All Farm Operators All Landlords Combined Operator
Source of Debt With Debt With Debt &Landlord Debt
(%) (%) m
Federal Land Bank 11.4 16.7 12.2
Farmers Home Administration 5.3 l.S
• Insurance Companies 9.8 22.7 11.6
Commercial or Savings Bank 29.6 12.2 27.2
Purchased from Individual
Mortgage 5.4 21.2 7.6
Contract 21.1 18.4 2.Q'-Z.
Total 26.5 39.6 28.3
Production Credit Assoc. 9.4 2.5 8.3
Other 2.2 1.6 2.2
Merchant and Dealer^^
Tractor & Farm Mach. 1.39 -13 1.23
Car and Truck .36 -12 .32
L Gas, oil, and fuel .20 .03 .17
Feed, seed, and fertilizer .80 .96 .83
Livestock and poultry 1.59 .51 1.45
All other .06 >23
Total 4.4 2.0 4.1
Any Other Indiv. 1.2 .60 1.1
Unpaid Bills, etc. .2 .30 .2
TOTAL 100 100 100
—^Source—Survey of Agricultural Finance—1970, U.S. Department of Commerce, Bureau
of Census.
—^A statistical reliability problem may exist in the further breakdown of this category,
due to sample size.
